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annual meeting 




The annual meeting of stockholders will be held on 
March 25, 1969. A formal notice of this meeting, together 
with proxy and proxy statements, was mailed with this 
report on or about February 21, 1969, at which 
time proxies were solicited by the management. The 
information herein contained is published solely for the 
benefit of the company's stockholders. No statement 
in this report is made for the purpose of inducing 
the purchase of securities issued by the company. 




















highlights of the year 


1968 1967* 1966* 


Gross Profit 

$ 22 , 270,689 

19,352,612 

16,576,144 

Profits Before Income Tax 

8 , 659,915 

6,885,215 

5,430,602 

Provision for Income Taxes 

4 , 552,229 

3,406,983 

2,552,086 

Profits After Income Taxes 

4 , 107,686 

3,478,232 

2,878,516 

Depreciation Charged to Operations 

$ 762,889 

780,599 

723,469 

Number of Shares Outstanding 

3 , 057,420 

3,016,860 

2,958,660 

Per Share 




Profits Before Income Taxes 

$ 2.83 

2.28 

1.83 

Provision for Income Taxes 

1.49 

1.13 

.86 

Profits After Income Taxes 

1.34 

1.15 

.97 

Depreciation Charged to Operations 

$ .25 

.26 

.24 


NOTES: Year 1966 restated to give retroactive effect to the change during 1967 in the method of accounting for returnable containers. 
* Adjusted for two for one stock split on March 27, 1968. 






















president’s message 


Operations for the year 1968 continued favorable for 
Dr Pepper Company, with sales and earnings rising to 
record levels. A December increase in national gallon- 
age volume of 25 percent boosted the cumulative gain 
for the year to nearly 17 per cent. It was the 92nd con¬ 
secutive monthly gallonage increase for your company. 

As reported in the fiscal highlights, per share earnings 
on common stock were $1.34 per share, an increase of 17 
per cent over the previous year. 

Net income of $4,107,686, was 18 per cent greater than 
in 1967 and compares with previous growth which has 
marked your company’s progress for the past twelve 
years. 

In January your board of directors approved a per 
share increase in first quarter dividends and recommended 
a two-for-one stock split which was approved by stock¬ 
holders in their March 26th meeting. In their July meeting, 
following the split, your board approved a 5<t per share 
increase in the third quarter dividend — second boost of 
the year in dividend payments. The fourth quarter divi¬ 
dend, payable December 1, was your company's 156th 
consecutive quarterly dividend payment to shareowners. 

Fiscal highlights show 1968 to be one of steady growth 
for your company in all areas. While sales gains were 
noted generally, the most significant results came from 
long established bottler markets. In some instances, ex¬ 
panded and improved facilities were factors — in others 
ownership changes and/or consolidation of plants helped 
strengthen Dr Pepper’s market position. 


Can sales were up sharply during the year with indica¬ 
tions that consumers are giving this package wider patron¬ 
age. Fountain sales, likewise, made significant strides and 
benefitted measurably from better and more efficient dis¬ 
pensing equipment. Pre-mix and post-mix Dr Pepper con¬ 
tinued to move in greater volume and was particularly 
effective in high volume outlets. 

Newly franchised bottlers were a factor in expanding 
distribution and improving Dr Pepper’s overall sales posi¬ 
tion. 

Importantly, however, most of our 482 franchised 
bottlers reported substantial gains in Dr Pepper sales dur¬ 
ing the year. Product distribution was more widespread 
with availability being expanded to reach five million new 
customers. More consumers could purchase Dr Pepper in 
a greater variety of package sizes, ranging from 6 V 2 ounce 
up to 26 ounce, including returnable and non returnable 
glass and in 12 -ounce cans as a result of improved bottler 
usage of these various containers. 

Keeping pace with sales growth was new plant con¬ 
struction and upgrading of bottling facilities, with some 
thirteen new plants completed and put into operation. 
Numerous others were enlarged in size and capacity in 
order to produce increased volume with greater economy 
and efficiency. 

In our Dallas plant a complete new canning line was 
installed and put into operation in October. This line has 
a capacity of 5 V 2 million cases annually and will serve 
bottlers throughout a three-state area. 








Advertising, marketing and promotional programs were 
improved and expanded, the key to their success being 
the coordinated effort between Dr Pepper Company and 
its franchised bottlers. 

Sparking our 1968 program was the enthusiastic and 
dedicated leadership provided by many individuals 
throughout our own company and among our bottler group 
as well. It was an interesting year, filled with challenge 
and opportunity. Even more interesting, challenging and 
opportune, however, is the outlook for 1969. 

Your company management, as always, recognizes the 
very important role that its stockholders play—and wishes 
to express appreciation for their keen interest and sup¬ 
port. With another year of solid growth as background, 
plus many encouraging signs we see ahead, there is 
every reason to feel optimistic that your company will 
continue to move ahead in 1969. 





H. S. Billingsley, President 
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Dr Pepper Company and Subsidiaries 

consolidated balance sheet 

December 31, 1968 with comparative figures for 1967 


Current assets: 

Cash (including time deposits and short-term 

government securities, $6,530,495). 

Receivables: 

Accounts receivable — trade. 

Sundry notes and accounts receivable — partially secured 

Total receivables. 

Inventories, at lower of cost (first-in, first-out) or market. 

Prepaid expenses. 

Total current assets. 

Investments and notes receivable. 

Property, plant and equipment — at cost (note 2). 

Less accumulated depreciation. 

Net property, plant and equipment. 

Formulae, trademarks and goodwill, at cost or nominal value. 


1968 

$ 6 , 934,799 

2 , 101,756 

618,594 

2 , 720,350 

2 , 158,871 

707,976 

12 , 521,996 

426,854 

10 , 748,920 

4 , 490,984 

6 , 257,936 

272,910 

$ 19 , 479,696 


1967 

6,005,717 

2,205,937 
503,992 
2,709,929 
2,004,063 
593,390 

11,313,099 

251,017 

10,016,539 

4,450,359 

5,566,180 

272,910 

17,403,206 


See accompanying notes to consolidated financial statements. 



































liabilities and stockholders’ equity 

Current liabilities: 

Notes payable. 

Accounts payable and accrued expenses. 

Federal and state income taxes. 

Total current liabilities. 

Stockholders’ equity (notes 1 and 3): 

Common stock without par value. Authorized 3,200,000 shares; 
issued 3,057,420 shares (3,016,860 shares in 1967). 

Retained earnings. 

Total stockholders’ equity. 
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1968 

1967 

$ 10,833 

34,166 

1 , 790,695 

1,985,342 

1 , 117,401 

2 , 918,929 

1,149,583 

3,169,091 

3 , 079,029 

13 , 481,738 

2,722,197 

11,511,918 

16 , 560,767 

14,234,115 

$ 19 , 479,696 

17,403,206 



























Dr Pepper Company and Subsidiaries 

statement of consolidated earnings 
and retained earnings 

Year ended December 31, 1968 with comparative figures for 1967 


Net sales. 

Cost of sales . 

Gross profit. 

Administrative, marketing and general expenses 
Operating profit. 

Miscellaneous income — net.. 

Earnings before income taxes . . . 

Federal and state income taxes. 

Net earnings. 

Retained earnings, beginning of year. 


Dividends paid — $.70 per share ($.525 per share in 1967) (note 1) 

Retained earnings, end of year. 

Net earnings per share (note 1). 

See accompanying notes to consolidated financial statements . 


1968 

1967 

$ 41 , 883,072 

19 , 612,383 

22 , 270,689 

33,812,195 

14,459,583 

19,352,612 

14 , 027,653 

8 , 243,036 

12,772,028 

6,580,584 

416,879 

8 , 659,915 

304,631 

6,885,215 

4 , 552,229 

4 , 107,686 

3,406,983 

3,478,232 

11 , 511,918 

15 , 619,604 

9,602,241 

13,080,473 

2 , 137,866 

1,568,555 

$ 13 , 481,738 

11,511,918 

$ 1.34 

1.15 








































Dr Pepper Company and Subsidiaries 

consolidated statement of 
source and application of funds 

Year ended December 31, 1968 with comparative figures for 1967 


Funds provided: 

Net earnings. 

Add charge for depreciation which did not require funds. 

Funds derived from operations. 

Sale of 40,560 shares of common stock (58,200 shares in 1967) (notes 1 and 3). . 


Funds applied: 

Dividends on common stock . 

Net additions to plant and equipment 

Increase in notes receivable . 

Increase in working capital. 


See accompanying notes to consolidated financial statements. 
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1968 

1967 

$ 4 , 107,686 

3,478,232 

762,889 

780,599 

4 , 870,575 

4,258,831 

356,832 

474,100 

$ 5 , 227,407 

4,732,931 

2 , 137,866 

1,568,555 

1 , 454,645 

970,724 

175,837 

7,938 

1 , 459,059 

2,185,714 

$ 5 , 227,407 

4,732,931 
































Dr Pepper Company and Subsidiaries 

notes to 

consolidated financial statements 

December 31, 1968 


(1) Stock split 

In March 1968, the Company increased its authorized common 
stock from 1,600,000 shares to 3,200,000 shares and effected 
a 2 for 1 stock split. Common shares issued at December 31, 
1967, dividends per share and earnings per share have been 
adjusted to give effect to the stock split. 

(2) Property, plant and equipment 

Property, plant and equipment consisted of the following at 
December 31, 1968: 

Accumulated Net Book 

Classification Cost Depreciation Value 

Land, buildings 

and improvements $ 3,728,570 1,418,903 2,309,667 

Machinery and equipment 4,788,398 1,699,663 3,088,735 
Automotive equipment 

and furniture 2,231,952 1,372,418 859,534 

$10,748,920 4,490,984 6,257,936 

The Company and its subsidiaries provide for depreciation of 
property, plant and equipment over the respective estimated 
useful lives using the straight-line method. 

(3) Stock option plans 

The Company has employees’ stock option plans covering 
29,040 shares of its common stock at December 31, 1968. 
At the beginning of the year options had been granted to pur¬ 
chase 34,800 shares at $7.46875 per share, 16,200 shares at 


$15,125 per share, and 18,800 shares at $18,625 per share. 
During the year options were exercised for 34,800 shares at 
$7.46875 per share, 2,960 shares at $15,125 per share, and 
2,800 shares at $18,625 per share, and options were cancelled 
for 200 shares at $15,125 per share. At the end of the year 
options were outstanding for 13,040 shares at $15,125 per 
share and 16,000 shares at $18,625 per share. No further options 
may be granted under the plans. The shares as to which options 
were exercisable at the beginning and end of the year were 
50,200 and 17,440, respectively. The aforementioned shares and 
the option prices per share have been adjusted to give effect 
to the 2 for 1 stock split described in note 1. 

(4) Pension plan 

The Company and its subsidiaries have in effect an insured 
noncontributory pension plan for the benefit of all employees 
thirty years old or older and with a minimum of five years’ 
service with the Company. The companies expect to continue 
the plan indefinitely but have the right to discontinue it at any 
time. The cost of the plan amounted to $198,400 in 1968 and 
$164,300 in 1967, which costs include amounts sufficient to 
amortize past service costs over the remaining active employ¬ 
ment periods of the covered employees. The unfunded past 
service costs applicable to employees presently covered by the 
plan amounted to approximately $363,000 at December 31, 
1968. The assets of the fund exceed the actuarially computed 
vested benefits as of December 31, 1968. 
























accountants’ report 
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The Board of Directors 
Dr Pepper Company: 

We have examined the consolidated balance sheet of Dr Pepper Company and subsidiaries as of December 31, 
1968 and the related statement of earnings and retained earnings and the consolidated statement of source and appli¬ 
cation of funds for the year then ended. Our examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 

In our opinion, such financial statements present fairly the financial position of Dr Pepper Company and 
subsidiaries at December 31, 1968 and the results of their operations for the year then ended, in conformity with gen¬ 
erally accepted accounting principles applied on a basis consistent with that of the preceding year. Also, in our 
opinion, the accompanying consolidated statement of source and application of funds for the year ended December 31, 
1968 presents fairly the information shown therein. 

Dallas, Texas 
January 31, 1969 










Dr Pepper Company and Subsidiaries 

ten year financial review 


financial results 


Net Income 



Earnings 
Per Share 


Dividends 


Dividends 
Per Share 


Shares 

Outstanding 


4,107,686 


1.34 


2,137,866 


33,812,195 


3,478,232 


1.15 





1,568,555 


.52 1/2 


3,016,860 


1966 


28,660,482 


2,878,516 


.97 


1,366,856 


.46 'A 


2,958,660 


1965 


27,478,828 


2,405,718 


.82 


1,139,876 


.38 3 /4 


2,949,460 


1964 


24,565,059 


1,753,117 


.60 


872,321 


.30 


2,918,460 


1963 


21,783,299 


1,303,569 


.45 


631,200 


.21 7b 


2,885,460 


1962 


17,496,226 


853,151 


.30 


481,743 


167a 


2,870,552 


1961 


14,820,390 


628,130 


.22 


413,492 


15 


2,826,328 


1960 


13,308,488 


571,749 


.21 


404,175 


.15 


2,695,200 


1959 


12,443,610 


432,416 


.16 


403,320 


.15 


2,692,800 


Notes: (1) Adjusted lor two-lor-one stock split March 25, 1964, and for two-for-one stock split March 27, 1968. 

(2) Years 1959 through 1966 restated to give retroactive effect to the change during 1967 in method of accounting tor returnable containers. 





































financial position 


Current Current 

Year Assets Liabilities 

Working Fixed Assets Other Long Term Stockholders Book Value 

Capital Net Assets Indebtedness Equity Per Share 

1968 $12,521,996 2,918,929 

9,603,067 6,257,936 699,764 — 16,560,767 5.42 

1967 11,313,099 3,169,091 

8,144,008 5,566,180 523,927 — 14,234,115 4.72 

1966 8,913,209 2,954,915 

5,958,294 5,376,055 515,989 — 11,850,338 4.01 

1965 7,552,449 3,104,882 

4,447,567 5,411,200 600,937 189,739 10,269,965 3.48 

1964 6,205,405 2,759,351 

3,446,054 5,194,278 505,568 373,308 8,772,592 3.01 

1963 5,481,363 2,699,541 

2,781,822 4,751,717 662,933 550,944 7,645,528 2.65 

1962 5,380,117 2,184,204 

3,195,913 3,671,804 790,123 722,881 6,934,959 2.42 

1961 4,336,841 1,682,005 

2,654,836 3,734,955 852,423 791,963 6,450,251 2.28 

1960 3,717,749 1,698,191 

2,019,558 3,840,858 925,717 929,786 5,856,347 2.17 

1959 3,361,890 1,396,050 

1,965,840 3,833,643 944,563 1,062,552 5,681,494 2.11 







































distribution of revenue 


Raw Materials and Packaging 
Promotion, Advertising and Expansion 

Payrolls 
Taxes on Income 
Depreciation and Maintenance 
Other Operating Expenses 
Dividends 
Retained in Business 



41 % 
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net sales 

Dr Pepper Company net dollar sales were greater in 1968 
than in any other previous year in the firm’s history, top¬ 
ping 1967 by 24 per cent. It marked the eleventh consecu¬ 
tive year in which Dr Pepper annual sales reached a new 
all-time high. 


earnings per share 

Dr Pepper Company's per share earnings on comon stock 
in 1968 rose 17 per cent over 1967. Stockholder dividends 
were increased twice during the year—up 2V&$ per 
share in the first quarter from 27V2? to 30?. Following a 
stock split of two-for-one in March, the second dividend 
boost of 5? was approved for the third quarter, from 15? 
to 20? per share. The December 1 payment was your 
company's 156th consecutive quarterly payment to share- 
owners, totaling 70? per share for the year compared to 
52V2? per share in 1967. Total outstanding capital stock in 
the company at the close of 1968 was 3,057,420 shares 
of no nominal or par value. 


NET SALES 



1959 1960 1961 1962 1963 1964 1965 1966 1967 1968 


EARNINGS PER SHARE 
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marketing and promotion 


“Charge ... Get Goin' Again,” was the theme of 
Dr Pepper’s 1968 marketing program. Advertising and 
promotion were built around the idea designed to create 
consumer appeal and motivate more people 
to drinking Dr Pepper. 

It’s an established fact that active people drink more 
soft drinks than others. Thus Dr Pepper beamed its 
campaign toward the active group, people 
between the ages of 13 and 30. 

To lay groundwork for such a campaign called for 
utilizing basic advertising media including newspapers, 
magazines, radio, television, point-of-sale and 24-sheet 
posters. These carried the main theme of 
the Dr Pepper ad message. 

To stimulate sales and capitalize on the ad messages, 
your company applied numerous promotions during 
the year. Starting off was the seasonal “Winter Warmer” 
promotion in January and February, featuring HOT 
Dr Pepper. Selected ad space in winter sports 
magazines, extensive sampling and colorful point-of-sale 
material were the main tools in the promotion. As 
a result of the development of new portable serving 
equipment, HOT Dr Pepper can now be made available to 
larger groups and prospects are good that this 
drink will enjoy greater sale and distribution. 

Next was a baseball glove promotion beamed at 
thousands of Little Leaguers, followed by a flower seed 
premium appealing to home owners, housewives 
and consumers in general. 
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marketing and promotion 


These promotions served as pre-market conditioners 
for a big national consumer contest called 
“Charge ... Get Goin’ Again Sweepstakes,” set for May 
and June. All the consumer needed to become eligible 
to win was an entry form, with no catchy jingle nor 
letter to write. Dealers and Dr Pepper route salesmen also 
were participants and shared in prizes. Grand prize 
for the national winner was not one, but seven brand 
new automobiles — a different model and color for each 
day in the week. The winning dealer also received 
a new car and the winning route salesman received 
cash. It was a successful promotion and credited with 
boosting national Dr Pepper sales during the 
peak soft drink season. 

A late summer campaign, also seasonal, was the annual 
“Have A Ball” promotion featuring Dr Pepper and 
ice cream. This effort gains momentum each year and 
gives Dr Pepper excellent merchandising advantages 
among dealers. Another premium that proved effective as 
a store merchandiser was a Kodak Instamatic camera. 

No. 5 on the 1968 schedule was the Annual Miss 
Teenage America promotion, one of the most impressive 
in the group. Its success as a bottler promotion at the 
local level, plus the national recognition it receives, 
makes it a major Dr Pepper campaign. 

Completing its ninth year, with Dr Pepper a sponsor since 
its origin, Miss Teenage America brought widespread 
media benefits and was valuable to Dr Pepper as 
a tie-in with the youth of the country. The national telecast, 
in live color, of the final pageant in November 
exposed Dr Pepper to millions of viewers. 

The entire 1968 promotional calendar was supported by 
heavy media schedules both local and national. 

It was planned to provide bottlers merchandising tools 
that would promote sales. Dr Pepper's marketing 
during 1968 was sparked by numerous advances — one 


being a first in the industry. A new full-color tri-view 
sign applied to Dr Pepper vendors met with good 
acceptance in the trade. The tri-view sign presented three 
separate Dr Pepper messages in full color. Some 
Dr Pepper point-of-sale signs followed the mod 
design with full color illumination. 

Highlighting your company's 1968 marketing activity 
were programs for increasing Dr Pepper sales in vendors 
and at fountains. A complete line of equipment was 
offered that would vend Dr Pepper in bottles, cans and 
cups. Both post-mix and pre-mix units were used 
extensively in expanding Dr Pepper availability. 

Packaging was again an important factor in our 
marketing. Fresh, attractive, colorful designs 
with dominant trademark identification were primary 
objectives in creating strong consumer appeal 
for the product. 

Our sales people made good use of market research 
from monthly studies to evaluate sectional progress 
and utilized this information to assist bottlers. 

Another department making continued progress during 
the year was consumer service which conducted 
numerous promotion and food demonstrations in bottler 
markets. The result of this work is gaining greater 
attention among consumers and giving Dr Pepper 
recognition as an effective ingredient in food preparation. 

Dr Pepper's 1968 total marketing effort was 
comprehensive and productive. The millions of favorable 
product images, resulting from combined advertising, 
promotion and public relations programs was 
a major factor in your company’s success. 

These same aggressive efforts will be carried through 
into 1969 on an increasing scale. Continuing 
emphasis will be made to expand the Dr Pepper image, 
along with product availability, to maximum degree 
in every potential area. 


CANNING 
SYRUP PRODUCTION 
BOTTLING 






























































special events and special people 
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Dr Pepper’s calendar of special events for 1968 sparked 
the company's national program and brought 
recognition to the product. Starting off on January 1, were 
the two big New Year's Day parades, the 
Tournament of Roses Parade in Pasadena, Calif., 
and the Cotton Bowl Parade in Dallas. Millions of viewers, 
on the scene and via national television, saw 
Dr Pepper sponsored floats participate in these brilliant 
spectacles. For the past nine years the company has 
entered floats in the two events, winning 
seven awards in each. 

A second major special event was the annual Miss 
Teenage America Pageant, also seen by millions of 
viewers in full color telecast. 

In addition to special events, we were identified with 
special people during the year who helped focus 
the national spotlight on Dr Pepper. 

These were Stephanie Crane, Miss Teenage America; 
Dick Clark, nationally popular TV personality; 

Don Meredith, star quarterback for the Dallas Cowboys; 
and Lee Trevino, 1968 U. S. Open champion. 

Each of these popular personalities made personal 
appearances for Dr Pepper throughout the year and some 
were featured in point-of-sale advertising. 

Our close association and tie-in with these major 
events and national figures was a big factor in establishing 
a stronger public image for Dr Pepper in 1968. 
















DICK CLARK 





























new plant construction 

Dr Pepper growth pains were somewhat relieved in 
1968 by the construction of a number of new 
bottling plants. Artists’ sketches at the right show some of 
the new plant structures that were completed and 
opened to service. New installations were spread across 
the country in the following cities: Opp, Ala., 

Jackson, Miss., Bend, Ore., Newport, Ark., Omaha, Neb., 
Laramie, Wyo., Cedar Rapids, Iowa, Dickson, Tenn., 

Grants Pass, Ore., McAllen, Tex., Medford, Ore., 

Topeka, Kan., and Winchester, Va. 

This development continues into 1969 with other new 
plants scheduled for completion in Dyersburg, Tenn., 
Tulsa, Okla., Houston, Tex., Grand Island, Neb., 

Corsicana, Tex., and Green Bay, Wis. 

Each new installation represents substantial investment. 
Its completion produces a stimulating effect on 
sales and adds measurably to the local image 
for the company and its products. 

expanded market 

At the year’s beginning 470 bottlers were franchised to 
handle Dr Pepper. At the close of the year the list 
had increased by twelve for a total of 482, but it fails to 
reflect the extent of increase in 
Dr Pepper availability. 

The year brought a number of franchise consolidations 
and plant mergers which greatly improved 
Dr Pepper’s market position. Among the new markets 
opened to Dr Pepper were three in Alaska and 
one in Canada, the large Montreal area where initial 
distribution was begun in late fall of last year. 

Totally, Dr Pepper distribution was expanded to reach 
some five million new customers in 1968. 

The company made strong improvements in several 
major markets where new bottlers were franchised 
to handle the drink. Some of these were large, 
well financed, well managed companies capable of 
establishing complete distribution on Dr Pepper. 

Vertical sales growth in long established areas, 
however, continues to dominate Dr Pepper’s 
steady record of progress. 
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Dr Pepper Company National Headquarters 
5523 E. Mockingbird Lane • Dallas, Texas 













































